


Minutes

The report of minutes of meetings, together with a suggested order of business for
meetings, may be made as follows:

Minutes of a meeting of the of
held at
on the day of A.D. 19 at o’clock

M., pursuant to

. Called to order by the President.

. Determination of a quorum.

. Reading of minutes of previous meeting, and their approval.
. Reports of Officers.

. Reports of Committees.

. Discussion of Communications.

. Discussion of Unfinished Business.

. Discussion of New Business.
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. Adjournment.




FEBRUARY 10, 1984

A special meeting to discuss the Perry Cabin street lighting
system with Mr. William H. Corkran, Jr., was held on Friday,
February 10, 1984. Alex J. Spencer, William A, Morse, Milford H,
Sprecher, Roberta H, Marshall and Mr, Corkran attended the meeting.

Mr. Spencer provided background information on the situation,
and Mr. Corkran was given copies of the Delmarva proposals and their
current tariff, a copy of the Perry Cabin Annexation Agreement, and
a copy of the Lease Agreement with Delmarva.

Mr. Corkran noted that the Town's first concern should be
adequate lighting in the subdivision, which would provide safety
for the residents, He also stressed that the Town should plan for
future as well as present needs. He added that better lighting can
be accomplished with a high light than a low-level one.

Mr. Corkran agreed to familiarize himself with the information
and come back to the Board with his suggestions on Tuesday, February 14,
He also agreed to meet with the Town Commissioners later the same day.

Before adjournment, Mr. Corkran requested copies of the pumping
records for the wells for the past year and copies of the electric
bills for the wells for the same period,
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Rbberta H, Marshall, Secretary




FEBRUARY 14, 1984

A special meeting of the St. Michaels Utilities Commission
was held on Tuesday, February 14, 1984. Members present were Alex
J. Spencer, William A, Morse and Roberta H, Marshall.

Mr, William H, Corkran attended the meeting to discuss his
recommendations for street lighting at Perry Cabin. He noted that
the lights should be standard and consistent with lighting in the
rest of the town, since they will establish a precedent.

Mr, Corkran recommended that the lights at Perry Cabin be the
standard high pressure sodium lights on thirty-foot poles with
eight-foot brackets. This system would save the town approximately
$16.48 per light per month. He added that the traditional lights
that Perry Cabin prefers will not give the amount of light that is
necessary unless the most expensive plan is used,

In closing, Mr, Corkran recommended Delmarva's Plan No. 1, and
stated that the number of lights can be decreased and respaced in a
fashion that is still consistent with good lighting. Mr. Corkran

will discuss his findings with the Town Commissioners at 1 p.m.

There was no further business, and the meeting was adjourned.
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Roberta H., Marshall, Secretary




FEBRUARY 22, 1984

A meeting was held on Wednesday, February 22, 1984 with
Delmarva and Perry Cabin to discuss the implementation of the
street lighting plan for Perry Cabin. Utilities President Alex
Spencer and Secretary Roberta Marshall attended the meeting. Del
marva representatives Bob Parks and Larry Wood were in attendance,

as well as Town Clerk Mickey Sprecher and Tom Meyerhoff from Perry
Cabin,

Mr., Sprecher explained that the Utilities Commission has
recommended that 30' fiberglass poles with 8' brackets be installed:
100 watt high pressure sodium lamps will be used., The lights will
be placed at intersections and places where pedestrians will be
crossing the street. These are the areas where accidents are most
likely to happen. The 100 watt bulbs give a softer light, and are
recommended for residential areas. Looking to the future, the
30' poles are easier to upgrade if it becomes necessary.

A larger pole with brighter light will be used at the Perry
Cabin intersection on Route 33,

After Mr. Meyerhoff indicated his approval of the plan, tech-
nical details of placement of the lights was discussed. Mr. Parks
stated that Delmarva's engineers will order the materials as soon
as possible. As soon as the wire is received, Delmarva will start
to put in the underground distribution system so that Perry Cabin
can have current for construction purposes. The street lighting
system will be put in with the distribution facilities. It is

intended that telephone and cable television wires go in the same
trench,

Mr. Spencer stated that it is the hope of the Utilities
Commission that the same type light used at Perry Cabin can eventually
be used all over town,

There was no further business, and the meeting was adjourned,.
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Roberta H. Marshall, Secretary




MARCH 15, 1984

A meeting was held with Delmarva representatives on Thursday,
March 15, 1984. Those in attendance were Town Commissioner Richard
E. Brown, and Utilities representatives William A, Morse and
Roberta Marshall. William Brittingham, Ken Jones and Larry Wood
represented Delmarva,.

Purpose of the meeting was to review the Town's street
lighting system,

Mr. Brittingham presented a five-year plan, which would result
in a savings of approximately $2,000 the first year and an additional
amount of approximately $500 per year for each of the next four
years. This would be accomplished mainly by replacing the mercury
vapor lights with high pressure sodium lights, thereby utilizing
Delmarva's new tariff while using more efficient lighting.

Mr. Brittingham noted that the spacing of the lights in the
business section is good, and that Talbot Street would be the first
change to make. Other sections to be changed could be determined
by the Town Commissioners,

A letter will be sent from Delmarva as soon as possible,
describing the plan as it was presented.

There was no further business, and the meeting was adjourned.
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Réberta H, Marshall, Secretary




APRIL 11, 1984

A meeting of the St. Michaels Utilities Commission was held
on Wednesday, April 11, 1984 for the purpose of discussing the
street lighting plan submitted by Delmarva. Those present were
Alex J, Spencer, William A, Morse, Alfred J. Millard, and Roberta
H. Marshall. Engineer William H, Corkran attended the meeting, as
well as Town Clerk Milford H, Sprecher.

Mr. Millard, who was recently appointed to the Commission,
was brought up to date on the lease with Delmarva and various other
aspects of the Utilities Commission's duties and functions,

The street lighting plan was discussed with Mr. Corkran. He
will study the plan, along with the current street lighting map
provided by Mr. Sprecher, and will give the Commissioners his advice
and opinions as soon as possible.

There was no further business, and the meeting was adjourned.
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JULY 25, 1984

A meeting of the St. Michaels Utilities Commission was held on
Wednesday, July 25, 1984, Members present were Alex J. Spencer,
Alfred J, Millard, and Roberta H, Marshall,

William Brittingham and Larry Wood from Delmarva attended the

meeting, as well as Engineer William Corkran and Town Manager William
B. Nicholson, Jr.

Mr, Brittingham presented his study of the Town's street lighting
system, with suggested ways that the Town can reduce the bill. This
same plan had been presented at a meeting held in March, but it was
repeated for the benefit of those who could not attend the March
meeting. Mr. Brittingham stated that if the Town Commissioners approve
the plan, the work can start as soon as the materials are ordered and
received and the engineering is completed. Each particular phase of
the project would take about a month to complete after the work is
actually started.

Following the departure of Mr. Brittingham and Mr. Wood, the
Commissioners discussed the street lighting with Mr. Corkran, who is
advising them on the matter. Mr, Corkran agreed to go over Delmarva's
proposed changes on the map which was left here on loan. He will also
walk through the town to observe street light placement, etc.

A preliminary report on the current status of the Sinking Fund
was distributed and reviewed. A comparison of the electric bills

for the last two years was also discussed,

The minutes of the last meeting, held on April 11, 1984, were
approved as written.

There was no further business, and the meeting was adjourned.
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Roberta H, Marshall, Secretary




ST. MICHAELS UTILITIES COMMISSION
SINKING FUND BALANCE: June 30, 1984

Maryland National Bank Smart Saver Certificates:

(1) Purchased June 9, 1983, Due December 8, 1985
Interest Rate: 10% (10.38% comp. qtr.)

Face Value $79,558.13
Interest, 7/1/83 to 6/30/84 8,740. 35

Purchased September 19, 1983, Due March 19,
Interest Rate: 10.7% (11.14% comp. qtr.)

Face Value $91,733.57
Interest, 9/19/83 to 6/30/84 7,851.37

Savings Account, Maryland National:

Balance, July 1, 1983
Interest, 7/1/83 to 6/30/84

Contribution, June 30, 1984:

Transfer from General Fund $107,484.95
Less Interest Earned & Noted Above - 16,819.70

Total, June 30, 1984

AMOUNT TO BE INVESTED AT PRESENT TIME:

June 30, 1984 Transfer from General Fund $90,665.25
Savings Account 2°,880:05

$93,545. 30

The Town will be ready to make this investment as soon as

a Certificate of Deposit comes due on September 4, 1984. The
balance on the Savings Account will be slightly increased by
that time, due to additional interest.







ST. MICHAELS UTILITIES COMMISSION
ADDITION TO SINKING FUND FOR 1984

Rentals Received for Fiscal Year Ending 6/30/84

Less Electric Costs:

Street Lighting $27,506.01
Water Pumping 11,811.24
Town Office 2,534, 33
Other Municipal Uses 1,663.47

Less Transfer to General Fund

Balance to be Transferred to Sinking Fund

$230, 000.

00

43,515.05

$186,484,

79,000.

95

00

$107,484.

95







AUGUST 29, 1984

The regular meeting of the St. Michaels Utilities Commission
was held on Wednesday, August 29, 1984, Members present were
Alex J, Spencer, William A, Morse, and Roberta H., Marshall,
Commissioner Alfred J. Millard was unable to attend. Town Clerk/
Manager William B. Nicholson, Jr., also attended the meeting.

Mr. Nicholson reported that he and Mr. Corkran have inspected
the Town's street lighting system, and the changes that have been
recommended by Mr, Corkran were discussed. Mr. Spencer, Mr. Cork-
ran and Mr. Nicholson will arrange a meeting with Delmarva as soon
as possible to discuss their ideas.

The minutes of the meeting of July 25 were approved as read.

The Commissioners then turned to a discussion about the invest-
ment of the amount to be transferred to the Sinking Fund at the
end of the fiscal year. A complete analysis of the fund, showing
a breakdown of the current transfer, is attached to these minutes,
Most of the sinking fund is presently invested in Savers Certifi-
cates that do not mature until December of 1985 and March of 1986,
It was agreed that this current investment should be geared to
mature in December of 1985, by which time the Sinking Fund will be
large enough to seek professional investment counseling. 1In the
meantime, the current amount of the transfer will be placed in a
collateralized Certificate of Deposit. The investment will be made
in a local bank if the interest rate is competitive. Mr. Morse
will get a quote from Maryland National Bank, and Mr. Nicholson
agreed to get quotes from other banks. After all the information
is in, the matter will be turned over to the Town Commissioners
for their decision.

It was noted that the meeting with Delmarva for the Annual
Review of the system should be held in October. Mr., Spencer will
contact the manager of the St. Michaels office to set the wheels
in motion,

There was no further business, and the meeting was adjourned.

Roberta H. Marshall, Secretary




OCTOBER 26, 1984

The annual meeting of the St. Michaels Utilities Commission for
the review with Delmarva took place at Longfellow's Restaurant on
Friday, October 26, 1984. In attendance were Commission members
Alex J. Spencer, Alfred J. Millard, and William A. Morse. Also
present was Town Clerk/Manager William B. Nicholson, Jr., and Larry
Wood and Kenneth Jones from Delmarva.

A discussion took place which involved the previous year's
growth in service; there were 108 new hookups. Also discussed were
Delmarva's efforts for rate increases to be heard before the Public
Service Commission. The representatives remarked that Delmarva
stock was above $20 per share for the first time in many years, and
felt that Delmarva management had made some good decisions on
opting for coal-powered generation at a fortuitous time.

The matter of opening negotiations on a new five-year agreement
was discussed. It was agreed that after the next meeting in October
of 1985 discussions would begin.

William B. Nicholson, Jr. /
Acting Secretary




DECEMBER 5, 1984

Members of the St. Michaels Utilities Commission met with Delmarva
personnel to discuss the Town's street lighting on Tuesday, December 5,
1984 at 10:15 A.M.

Alex J. Spencer, Alfred J. Millard and Roberta H. Marshall
represented the Utilities Commission. Also in attendance were Utilities
advisor William H. Corkran, Jr., Town Commission President Ernest E.
McMahon, and Town Clerk/Manager William B. Nicholson, Jr. Lighting
Engineer  William Brittingham and District Manager Larry Wood
represented Delmarva.

Mr. Nicholson informed the group that he and Mr. Corkran have
walked over the street light system, and had modified the original street
lighting that was submitted by Mr. Brittingham. The modifications
included relocating some of the lights, extending the brackets on some
others, and the elimination of approximately seventeen lights out of the
total of forty-four that are now on Talbot Street.

Mr. Brittingham stated that the plan he originally submitted had
been approved, and if there were any major changes he would have to
go back to his superiors at Delmarva for further approval.

Mr. Corkran stated that the Town is in need of reducing the cost of
street lighting, but may later be under pressure from the townspeople to
put some of the lights back. He noted that Talbot street is not an
arterial type of street, but the Town must maintain good light while
keeping the cost under control. Mr. Spencer added that Delmarva will be
adding additional street lights at each end of town, for Perry Cabin and
for the Housing Authority, and this would make up for the lights that
the Utilities propose be eliminated.

Mr. Brittingham spoke of the possibility of using 100 watt high
pressure sodium lights, rather than 150 watt, but it was felt that the
lighting distribution would be poor. Mr. Brittingham mentioned that
Delmarva was prepared to spend approximately $63,000 on the original
plan so that St. Michaels could save around $5,000 on the street light
bills when the entire plan was completed. He must do another cost sheet
before submitting the Town's plan. He also suggested that the St.
Michaels Police Department be consulted about the need for lighting in
particular areas.

Mr. Wood assured the group that everyone at the meeting wanted to
come up with the best possible lighting at the least possible cost.

After further discussion along these same lines, Mr. Brittingham
asked if Mr. Nicholson would summarize the proposed changes, and send
the proposal to him. Because of a heavy work load, he will not be able
to work on the project until after the first of the year. He also
mentioned Delmarva's tariff, and stated that some of the changes may
come under it. In that case, the cost to the Town could be quite high.

It was agreed that the proposed changes will still come under the
same five phases and the same time cycle.

Mr. Nicholson and Mr. Corkran will write up the Town's proposed
changes, and will forward them to Mr. Brittingham.

Following the approval of the minutes of the October 26, 1984

meeting, the meeting was adjourned. - - .
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FEBRUARY 27, 1985

The regular meeting of the St. Michaels Utilities Commission was
held on Wednesday, February 27, 1985. All members were present. The
meeting was called to order by Alex J. Spencer at 3:00 P.M.

First order of business was the election of officers for 1985. On a
motion by Mr. Morse, seconded by Mr. Millard, Alex J. Spencer was
uananimously elected President for 1985. On a motion by Mr. Millard,
seconded by Mr. Spencer, William A. Morse was elected Vice President.
Roberta H. Marshall was appointed Secretary-Treasurer.

The minutes of the meeting of December 5, 1984 were approved as
read.

Town Clerk/Manager William B. Nicholson, Jr. attended the meeting
to update the Commissioners on the street light situation. On Monday,
February 25, Mr. Brittingham and Mr. Wood met with Mr. Nicholson and
looked over the proposed changes. Delmarva has agreed to remove a
total of fifteen lights on Talbot Street, and will include in Phase | a few
extra lights that are on side streets but near Talbot Street. Mr.
Brittingham is now in the process of making a new map and getting the
work orders ready. The work is expected to begin in the near future.

Mrs. Marshall announced that the Utilities Commission has received
a check in payment for the St. Michaels Harbour Marina account in the
amount of $1,012.92. This amount was due in October of 1981, when the
firm declared bankruptcy.

There was a short discussion about the lease with Delmarva, and
the five-year update which will take place in October of 1986. It was
agreed that the work of getting data together, in view of asking an
increase in the amount, should begin in late 1985.

Financial statements for the year ending December 31, 1984 were
distributed for the Commissioners' information.

Mr. Morse noted that the Commissioners appreciate Mr. Nicholson's
attendence at Utilities meetings, and stated that he felt the attitude
toward the Utilities has been much better since Mr. Nicholson's arrival.

There was no further business, and the meeting was adjourned at
3:55 P.M.
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Roberta H. Marshall, Secretary




Minutes of the annual meeting of the St. Michaels Utilities Commission
and representatives of Delmarva Power & Light
November 1, 1985

The annual meeting of the St. Michaels Utilities Commission and representatives
of Delmarva was held at Longfellows Restaurant at 12 noon on November 1, 1985.
In attendance were Commission members Alex Spencer and Pat Morse, Town
Clerk/Manager W.B. Nicholson, Jr., advisors William Corkran and David Mann
and Delmarva representatives Larry Wood and Ken Jones.

Mr. Jones handed out a fact sheet hereby made a part of these minutes
showing what had transpired in the St. Michaels electric system during the previous
year. Mr. Wood said that over 100 new subscribers had been added to the system
in the previous year and that subscribers now amount to around 3,050. The
100 new subscribers had been about the average number of new users in the
four years the lease had been in effect.

Mr. Jones said that the Utilities Commission would have to advise Delmarva
in writing if they wished to re-negotiate the lease amount. He said Delmarva
would be willing to extend the lease at the same amount. If a new amount were
to be proposed it would be complicated to determine the profitability of the system
but it could be done recognizing that some judgements would be involved.

It was decided that Mr. Spencer would approach Mr. Ray Landon
of Delmarva to discuss what might be the best course of action by the Commission.
Additional meetings were planned although no dates were set.

Mr. Wood will arrange a meeting for Phase Il of the Street light conversion
with Mr. Nicholson. It was noted that Phase | had resulted in an annual savings
of $4,585.08. Mr. Nicholson was asked about complaints concerning the change
over but there had been only three, one of which was clearly unfounded.

Everyone thanked Mr. Jones for lunch and the meeting was adjourned.

Submitted, ‘ . ,
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William B. Nicholson, Jr.







FEBRUARY 3, 1986

A meeting of the St. Michaels Utilities Commission was held on Monday,
February 3, 1986 at 3:00 P.M. in the Town Office Meeting Room. Members
present were Alex J. Spencer, Alfred Millard and Roberta H. Marshall.
William Corkran, Jr., and J. David Mann also attended the meeting.

The purpose of the meeting was to discuss the upcoming negotiations
with Delmarva Power concerning the lease agreement for the St. Michaels
distribution system. According to the agreement, the amount paid for rental
is subject to revision every five years. Negotiations shall take place no
more than 180 days prior to the beginning of each such five-year period.
Any revision in the rental amount must be approved by the Maryland Public
Service Commission.

Mr. Mann reported that he and Mr. Corkran had been to the Public
Service Commission in Baltimore to look at the financial reports filed by
Delmarva in the past five years. A copy of their findings is attached to
these minutes. They show that Delmarva has shown increasing profits each
year of the period, and that the return on their equity is now up to fifteen
percent.

Mr. Corkran cited the lease agreement, which gives factors to be
considered for a change in the rentals. These are:

1. Changes in the size and character of consumer population in
the territory.

2. The effect of such changes on Delmarva's system load factor.
3. Changes in the general rate of inflation.

Each of the above factors was thoroughly discussed. It was agreed that
all of them will affect the amount of the rent monies. According to
Delmarva's St. Michaels manager, Larry Wood, approximately 100 customers
per year have been added to the system. It is assumed that the type of
customers added have improved Delmarva's load factor. Although the exact
rate of inflation for the five-year period is not known at this time, the
figure is assumed to be about thirty percent. The exact figure will be
gotten before the meeting with Delmarva.

A comparison of the Town's bills for electricity was distributed, and the
increase in costs of electricity to individual customers was noted.

There was no further business, and the meeting was adjourned at 4:30
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Roberta H. Marshall, Secretary




FEBRUARY 4, 1986

In order to start preparations for discussion of the Delmarva lease, the
St. Michaels Utilities Commission met informally with Delmarva officials on
Tuesday, February 4, 1986. The Utilities Commission was represented by
Alex J. Spencer, Alfred Millard, and Roberta Marshall. Utilities advisors
William Corkran and David Mann attended the meeting. Vice President Ray
Landon, Municipal Sales Representative Ken Jones, and St. Michaels
Manager Larry Wood represented Delmarva.

Mr. Spencer explained that the Utilities Commissioners thought it would
be a good idea to get together before the time for negotations, merely to
discuss the lease in general.

Mr. Landon agreed, saying that there are no figures available at this
point, since negotiations will not start until mid-April. He spoke of the
growth rate for the St. Michaels system, and commented that he feels that
average use per St. Michaels system residential customer is greater than
average residential use on the Delmarva system in general. Mr. Spencer
spoke of the construction of the new hotel in St. Michaels, and the addition
of rooms to the St. Michaels Motor Inn and to Martingham Inn. He also
mentioned the new supermarket that has been built on St. Michaels lines
and the large number of new residences that have been built in the area.

Mr. Landon stated that Delmarva has plenty of generating capacity to
handle growth. Their long range plans show that they may not have to add
another generating station until the year 2000.

Delmarva has agreed to buy out the Lincoln-Ellenboro Electric Company.
Mr. Landon explained that they paid market value for the system
(approximately $1,200 per customer), but that the Lincoln-Ellendale net rate
base was much smaller than the market value. The Delaware Commission is
having trouble justifying the approximately $1,000,000 acquisition
adjustment. Mr. Landon noted that St. Michaels now has a shrinking rate
base, and the Commission may want to think about that in terms of the
future.

Mr. Landon spoke of Delmarva's present financial picture, stating that
it has been very good for the past few years.

Mr. Jones will begin research on the increase in St. Michaels customers
and will determine the load factor in the near future, so that all figures
will be available when the negotiations begin.

The Utilities Commissioners will meet with the Town Commissioners in
the near future to discuss the coming negotiations.

There was no further business, and the meeting was adjourned at 12
noon.
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Roberta H. Marshall, Secretary
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ST. MICHAELS UTILITIES COMMISSION
COMPARISON OF ELECTRIC COSTS

10/15/81 to 6/30/82 7/1/82 to 6/30/83 7/1/83 to 6/30/84 7/1/84 to 6/30/85

Street Lighting $26,562.50 $27,506.01 $31,541.94

Water Pumping ( 11,811.24 12,496.55

Town Office Building —{13,651.60 2,534,.33 2,910.99

Other Municipal Uses ( 1,663.47 1,688.94

Total $26,578.13 $40,214.10 $43,515.05 $48,638.42

Note: Costs for street lights will drop in the year ending 6/30/86, due to the conversion to high pressure
sodium lights on Talbot Street. The annual savings for Talbot Street will amount to approximately
$4,585.

Phase Il, on the east side of town from Mill Street to Mulberry, will be initiated this year.






COMPARISON OF STREET LIGHT BILLS

April, 1985

220 lights, 18,080 KWH

September, 1985

208 lights, 14,552 KWH

SAVINGS

Base Charge

220 lights
208 lights

Net Savings

Fuel Adjustment

3,528 KWH @ 2.267¢

TOTAL SAVINGS

Base Charge
Fuel Charge

Total Cost

Base Charge
Fuel Charge

Total Cost

$2,116.01
1,813.90

$2,116.01

$2,525.89

$1,813.90

$2,143.80

Per Month

$ 302.11

__79.98

$ 382.09

409.88 (18,080 kwh @ 2.267¢)

329.90 (14,552 kwh @ 2.267¢)

Per Year

$8,625. 32

959.76

$4,585.08
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- PLEASE BRING ENTIRE BILL WHEN PAYING IN PERSON

FOR SERVICE RENDERED TO JAN BILLING
ALEX SPENCER JAN 03, 1986
109 HARBOR DR
R ST MICHAELS MD 21663
2933208585
AMOUNT NOW DUE
$113.85
AN 2 33445 ACTUAL READING
ROM DEC 2 32128 ACTUAL READING
TOTAL OF 1317 KWH FOR 31 DAYS LATE PAYMENT
: APPLIED AFTER
m JAN 28
1,000 @3 6.7760¢ = 67.76
317 @ 4.65200 = 14.75
CUSTOMER CHARGE 3.00 )
FUEL RATE i a  2.15100 = 28.33 YOUR ACCOUNT
%!#IRONMENTAL SURCHARG 01 NUMBER
113.85 2-76-00574-3-0
i2%7/ PREVIOUS AMOUNT DUE 106 .06
4 PAYMENTS (THANK YOU) 106.06-
l/f'/_/ £ M BALANCE FORWARD .00
‘\%// 2 g5 ENERGY BILLING 113.85
& AMOUNT NOW DUE 113.85

NEXT SCHEDULED METER READING DATE
JAN 30, 1986

IF YOU HAVE ANY QUESTIONS PLEASE
CALL 301-745-9400 OR WRITE US AT
P.0. BOX 176 ST. MICHAELS MD 21663

ELECTRIC COMPARISON

AVERAGE AVERAGE
JOTAL KWH
JAN 86 $3.67 42 1317
DEC 85 $3.21 36 1182
JAN 85 $3.68 %6 1512

PLEASE SEE BACK OF BILL FOR FURTHER DETAILS






INFLATION RATES

1985 3.8%
1984 4.0%
1983 3.8%
1982 3.9%
1981 8.9%
1980 12. 4%

Five year Period: 1980 through 1984 = 37.28%

Five year Period: 1981 through 1985 = 26.40%







Date:  pATE: January 31, 1986

Subject: R Delmarva Power Residential Comparison

From:  ppom: Steven C. Lengkeek

. T0: Those Listed Below
The attached is a comparison of Delmarva Power's charges for
residential service to those rendered by our thirteen (13) wholesale
Customers and fourteen (14) other selected area utilities for the
billing month of December, 1985. This chart also shows the ranking
of the bills with (1) being the highest.
This comparison will be prepared and forwarded on a monthly basis.
If you have any questions, please call me on (302) 429-3729.

Mbiven 8 L LA

Steven C. Lengkeek
Analyst of Tariff Design
and Load Research

SLC/bw

attachment

To:

Berlin, Maryland Mr. Frank Snyder
Clayton, Delaware Mayor James T. Vaughn, Jr.
Denton, Maryland Mr. Gordon Mears

Dover, Delaware Mr. Robert Bartolotta
Easton, Maryland Mr. Roger Judd
Ellendale, Delaware Mr. Lawrence Houseman
Greenwood, Delaware Mr. E. Paul Bienvenue
Lewes, Delaware Mr. Ronald Donovan
Middletown, Delaware Ms. Betty Burge

Milford, Delaware Mr. John F. Frederick
New Castle, Delaware Mr. Edward J. Murphy
Newark, Delaware Mr. Peter Marshall
Parksley, Virginia Mr. Vernon Brinkley
Seaford, Delaware Mrs. Delores J. Slatcher
Smyrna, Delaware Mr. Edward R. Stiff

St. Michaels, Maryland Mr. W. Nicholson
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COMPARISON OF RESIDENTIAL ELECTRIC RATES FOR 30 AREA UTILITIES
FOR THE BILLING MONTH OF DECEMBER, 1985

R R-WH R-WH R-SH Annualized
500$kWh 750$RWh 1000 kWh 1500 kWh 750 kthnonthly Bills

$ $
Delmarva Power:
Delmarva - Delaware 51.43 72.29 93.15 109.04 74.
Delmarva - Maryland 48 .22 70.82 93.43 128.04 71.
Delmarva - Virginia 58.50 77.54 96.57 134.65 78 .

DP&L Resale Customers:
A8N Electric Coop
Choptank Electric Coop
Delaware Electric Coop
Town of Berlin

Town of Clayton

Town of Lewes

Lincoln & Ellendale El.Co
Town of Middletown
City of Milford

City of Newark

Town of New Castle
City of Seaford

Town of Smyrna
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Other Local Utilities:

Appalachian Power 32.
Atlantic City Electric 57.
BG&E (Balt. Gas & Elect.) 42.
Conowingo Power Co. 53.
City of Dover 44,
Easton Utilities Comm. 39.
Jersey Central P&L Co. 56.
Metropolitan Edison Co. 39.
Penna. Power & Light Co. 42.
Pepco - Md. 39.
Phila. Electric Co. 59.
Potomac Edison - Md 32.
Public Ser. Elec. & Gas 54.
Vepco - Va. 43.
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30 Utility average for 750 kWh $65.63 $66.79
30 Utility Standard Deviation (+/-) 9.51 10.26

( ) Utility ranking, (1) being highest. All amounts include current base and fuel rates and appropriate tax, if any.







FEBRUARY 25, 1986

The St. Michaels Utilities Commissioners met with The Commissioners of
St. Michaels on Tuesday, February 26, 1986. Members present were Utilities
Commissioners Alex Spencer, Alfred Millard and William A. Morse, Town
Commissioners Irene Daffin, Edward Morris, Richard Brown and Ernest
McMahon, and Utilities Secretary Roberta H. Marshall.

Mr. Spencer called the meeting to order at 3:05 P.M. For the benefit
of the Town Commissioners, he summarized the meeting the Utilities
Commissioners had with William Corkran, David Mann and Delmarva officials
on February U4, 1986. The factors to be considered for revision of the
annual rent were discussed. It was noted that Delmarva is interested in
buying the system, and the advantages and disadvantages of selling the
Utilities were noted.

The group then turned to the matter of investment of the Sinking
Fund. The final two and one-half year Smart Saver Certificate, as well as a
Maryland National Bank CD, will mature on March 19, 1986. At that time the
Sinking Fund will contain $430,574.04. It was noted that the funds must be
secured, and the methods of investment allowed by the Town Charter were
reviewed. Mr. Morse agreed to get as much information as possible on
various bonds and investments and report back to the group as soon as
possible. After all the information is in, the Utilities Commission can contact
various banks and agencies for bids on the investment. Their
recommendation will then be sent to the Town Commissioners for action.

As soon as information is received from Delmarva on their load factor
and the growth of the St. Michaels system in the past five years, another
meeting of the Utilities will be held to discuss future negotiations with
Delmarva. Mr. Corkran will be asked to attend the meeting, and Mr. Brown
agreed to be on hand to represent the Town Commissioners. A letter will be
written to Delmarva, informing them of the Commissioners' desire to
renegotiate the lease.

Following the departure of the Town Commissioners, an election of
officers for the current year was held. On a motion by Mr. Millard,
seconded by Mr. Morse, Mr. Spencer was nominated for the office of
President. On a motion by Mr. Morse, seconded by Mr. Spencer, Mr.
Millard was nominated for the office of Vice President. On a motion by Mr.
Morse, seconded by Mr. Millard, Mrs. Marshall was named
Secretary-Treasurer. The slate as presented was passed by unanimous
vote.

Following another short discussion about the lease agreement, the
meeting was adjourned at 4:28 P.M.

A ea Lo LJ:/» /7'/{44./@&&1\-»
Roberta H. Marshall, Secretary-Treasurer







AMOUNT IN SINKING FUND AS OF MARCH 19, 1986

Certificate of Deposit, to mature 3/19/86 $308, 258. 92
Smart Saver Certificate, to mature 3/19/86 119,022.98
Savings Account 3,292.14

Total $430,574.04







MAY 7, 1986

A meeting of the St. Michaels Utilities Commission was held on
Wednesday, May 7, 1986 at the Town Office Meeting Room at 11:45 A.M.
Members present were Alex Spencer, Jack Millard, William A. Morse, and
Roberta Marshall. Town Clerk/Manager William B. Nicholson, Jr., William
Corkran, Jr. and J. David Mann, Jr. also attended the meeting.

The purpose of the meeting was to discuss the upcoming lease
negotiations with Delmarva Power, and the increase in rent to be
considered. The first meeting with Delmarva officials will be held at noon
on Wednesday, May 21.

Mr. Spencer distributed figures on increases in kilowatt hour sales,
revenues, and the number of customers for the St. Michaels distribution
system. These statistics were supplied by Larry Wood, Delmarva's district
manager for this area, and covered the years 1982 through 1985. The
figures were thoroughly discussed, and Mr. Corkran stated that he would
like to put the information in graph form in order to see the complete
picture as well as to project future trends. Mr. Corkran will meet with
Mrs. Marshall on May 14 to get the necessary information together for
distribution in advance to Utilities Commission members.

It was agreed that the Commissioners will meet at 10 A.M. on the
morning of May 21, before the meeting with Delmarva, to discuss the
increase to be asked.

There was no further business, and the meeting was adjourned
following a break for lunch.

-~
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MAY 21, 1986

A meeting of the St. Michaels Utilities Commission was held on
Wednesday, May 21, 1986 at 10:00 a.m. All Utilities Commissioners were
present, as well as Utilities advisors William Corkran and J. David Mann,
Town Commissioner Richard Brown, William B. Nicholson, Jr., and
Roberta H. Marshall. Purpose of the meeting was to discuss the
procedures to be used in opening the negotiations on the lease agreement
with Delmarva.

The first order of business was to decide on the amount to be asked
at this meeting. Mr. Corkran suggested that the rent for the system be
increased to $425,000 per year. He pointed out that the figure was
projected on the 1983-85 trend, using the relationship of the cost of the
rental to Delmarva revenues from the St. Michaels system. Mr. Corkran
added that the number can be easily defended, and is probably on the
conservative side. It was agreed to start with this figure in the
negotiations.

Possible arguments that Delmarva might use against the figure were
mentioned, as well as other items such as load growth or the inflation
factor.

Mr. Spencer then outlined his planned agenda for the noon meeting
with Delmarva: he will open the meeting, and then announce the rental
amount desired. Mr. Mann will then discuss the lease in general and the
logic that was used to arrive at the proposed increase, and Mr. Corkran
will follow up with any necessary explanations on the formulas used to
arrive at the amount requested.

There was no further business, and the meeting was adjourned at
11:00 a.m.
kﬂ/ .“’ . ’
{oZes Ca s M Hase fed &
Roberta H. Marshall, Secretary-Treasurer
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MAY 21, 1986

The St. Michaels Utilities Commission met with officials from Delmarva
Power to open negotiations to adjust the amount of the lease at
Longfellow's Restaurant at noon on Wednesday, May 21, 1986.

Alex Spencer, Jack Millard, William A. Morse, William Corkran, David
Mann, Town Commissioner Richard Brown, and Roberta Marshall
represented St. Michaels. Representing Delmarva were General Manager of
Resale Services Kenneth Jones, Central Region Manager Doug Boyce,
Assistant Comptroller James Lavin, Attorney Peter Clark and District
Manager Larry Wood.

Mr. Spencer opened the meeting with the statement that the St.
Michaels system has shown a considerable growth in the past five years
and because of that and other reasons the Utilities feels that the rental
amount should be increased to $425,000 per year.

Mr. Mann explained that the figure is a logical one. He spoke of the
original spirit and intent of the lease, and noted that St. Michaels is
continuing with that same attitude. He added that the sale of the system
was never considered, and it is not now being considered. Mr. Mann
pointed out that Delmarva's income has risen considerably over the past
five years, and mentioned the growth that has occurred and will continue
to occur in the St. Michaels area. In closing, he explained the reasoning
for setting that particular amount, and stated that it is a common sense
figure.

Mr. Corkran then explained his projections, and noted that he felt
that the figure is fair for all concerned.

Mr. Jones stated that he has done only preliminary work on the lease
amount at this time, and added that Delmarva cannot come to a decision
until such time as they can consider all the factors involved, including
overall sales and customers and the consumer price index. He noted that
the St. Michaels system growth rate is less than Delmarva's overall system
growth rate. Mr. Jones informed the Commissioners that Delmarva may
soon be faced with a decline in their revenues, since the Maryland Public
Service Commission plans to review their cost of service and their rates
in the summer and may order them to reduce their rates.

Mr. Jones stated that two things must be done before there is any
change in the lease amount: Delmarva's top management must be convinced
that an increase is justified, and Maryland Public Service Commission
approval must be obtained. He emphasizedthat any change must be backed
up by accurate figures.

In the interest of efficiency, it was decided that a large group would
not be needed at this point to collect the necessary backup figures. Mr.
Corkran and Mr. Jones will get together in the near future for an
exchange of work papers and ideas.

There was no further business, and the meeting was adjourned.
.
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Roberta H. Marshall, Secretary-Treasurer




NOVEMBER 10, 1986

A meeting of the St. Michaels Utilities Commission was held on Monday,
November 10, 1986 at 4:00 P.M. Members present were Alex J. Spencer,
Alfred J. Millard and Roberta H. Marshall. William A. Morse was unable to
attend.

Mr. Spencer reviewed the negotiations with Delmarva which will result in
an annual increase in the rental of the St. Michaels Distribution System from
$230,000 to $260,000. Mr. Spencer, Utilities Attorney David Mann and
Advisor William Corkran attended at least six meetings, either locally or in
Wilmington, to complete the negotiations, and Mr. Morse and Mr. Millard were
present whenever necessary. Town Commissioner Richard Brown also
attended some of the meetings. Due to the confidential nature of the
negotiations, no minutes were kept. A copy of the joint filing to the
Maryland Public Service Commission has been received and reviewed, and it
is ready for the signatures of Town President McMahon and Town Attorney
Hickson. The signed document will be delivered to Delmarva before Friday,
November 14, and Delmarva's legal department will hand deliver it to the
Public Service Commission. PSC approval is necessary for the change in the
rental amount.

The Commissioners then turned to discussion of the investment of the
1986 addition to the Sinking Fund. (Backup figures for the amount to be
invested, $95,690.69, are attached to these minutes.) The St. Michaels
Bank, Talbot Bank, and Maryland National Bank were contacted for
information on their current investment rates. The rates for Certificates of
Deposit are currently very low, and the Commissioners felt that it was not
advisable to tie up this amount of money for any length of time. In order to
get a rate of 6.05 percent, a CD would have to be purchased for a period of
over one year. At the present time, it was agreed that the Premium Money
Market Accounts at Maryland National Bank are the most attractive. These
accounts are fully guaranteed, and are paying 6% compound interest. The
money can be withdrawn at any time, without penalty, in case interest rates
increase. A letter of recommendation will be sent to the Town Commissioners
with the above information.

There was no further business, and the meeting was adjourned at 4:30
P.M.

\ i

’j vLesZa K fNaredall
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Special Meeting of the
The Commissioners of St. Michae!s

October 13, 1986

President of the Commissioners Ernest E. McMahon called to order the
special meeting at 9:30 a.m. in the Town Office Meeting Room. In attendance
were Commissioners Richard E. Brown, Rosella B. Camper, John L. Dunlap
and George W. Wilson, Jr. Also in attendance were Town Clerk/Manager W.B.
Nicholson, Jr., Alex J. Spencer, President of the Utilities Commission, Jack
Millard, a Utilities Commission member and David Mann, and William Corkran,
attorney and consultant to the Utilities Commission respectively. The subject
of the meeting was the Delmarva lease of the St. Michaels Utility System. David
Mann made the initial presentation on behalf of the Utilities Commission. Mr.
Mann provided background on the negotiations as they had taken place. Mr.
Mann stated that the figures generated by the Commission indicated that an
amount between $280,000 and $425,000 would constitute a fair settlement. Mr.
Mann explained the difficulty in determining what a proper figure was and
Delmarva's argument that the declining rate base, meaning the depreciating
value of St. Michaels improvements was the controlling factor.

Mr. Corkran brought up the matter of arbitration and provided some
insights into the issues which could confront an arbitrator. A lengthy discussion
ensued. Mr. Spencer received a phone call from Delmarva headquarters and
after the call said he thought that $260,000 was possible and he would be
at the regular Town Commission meeting with a firm figure and a recommendation
for sction from the Utilities Commission. The meeting was adjourned at 10:45
a.m.

Respectfully submitted,

s A I A A -

William B. Nichoison, Jr.
Town Clerk/Manager







ST. MICHAELS UTILITIES COMMISSION
ST. MICHAELS, MARYLAND 21663

November 11, 1986

The Commissioners of St. Michaels
P. O. Box 206
St. Michaels, Maryland 21663

Dear Commissioners:

At our meeting held on November 10, 1986, the Utilities Commissioners
discussed various methods to invest the amount to be added to the Sinking
Fund for the year ended June 30, 1986.

As you know, the present interest rate is very low. The best rate we
could get from any of our local banks was 6.05 percent, and that was for a
term of over one year. It is our feeling that the interest rate should start to
go up in the near future, and the funds should not be frozen for an
extended period.

Therefore, it is our recommendation that the amount of $95,690.69, which
is to be added to the Fund, should be placed in a Premium Money Market
Account at Maryland National Bank. This type of account is fully insured, is
paying 6 percent interest, and the money can be withdrawn at any time
without penalty. In this way, if the interest rates do go up, the money can
be immediately reinvested.

The balance of the Sinking Fund, $430,975.56, is now distributed equally
in CDs at St. Michaels Bank and Talbot Bank. Since these will mature in
March of 1991, we further recommend that this additional amount, if
reinvested later, not be tied up for a period to extend past that date. It is
hoped that the fund will be large enought by that time to pay the charges
for professional management.

Sincerely,

P

L'{{éfgﬂ/”z

Alex J. Spencer, President
AJS/m

cc: William A. Morse
Alfred J. Millard







ST. MICHAELS UTILITIES COMMISSION
ST. MICHAELS, MARYLAND 21663

To: Commissioners of St. Michaels

Memorandum Regarding:

1986 Revision in Lease
of Utility Plant to Delmarva Power
Negotiations and Recommendations

On October 13, 1981 St. Michaels leased its electric utility
plant to Delmarva Power Corporation for 25 years at an annual

rental of $230,000. The lease provides that, effective on the
anniversary date, the amount of the rental shall be subject to
revision each five years —- at the request of either party.

In anticipation of the first review date on October 15,
1986, I, as President of the St. Michaels Utilities Commission,
asked the Town's Utility Consultant, William H. Corkran, Jr., and
J. David Mann, Jr., formerly Attorney for the Utilities
Commission and then retired and 1living in St. Michaels, to
examine all facts relevant to the upcoming revision and to advise
me and my two colleagues on the Utilities Commission regarding
the likelihood of the Town's being able to obtain an upward
revision in the annual lease rental.

Pursuant to my request, Messrs. Corkran and Mann reviewed
Delmarva's Annual Reports to the Maryland Public Service
Commission and other pertinent data and advised me that, while
such data did not permit any precise determination of St.
Michaels' contribution to the overall income and expenses of
Delmarva (and that, in any case, such contribution was extremely
small) Delmarva, as a whole, had done very, very well during the
period 1980-83 and that 1t was reasonable to conclude that St.
Michaels had contributed to this success. (In this regard, see
Exhibit A, prepared by Mr. Mann, reflecting Delmarva's
outstanding increase in net income and in earnings per share.)

I concluded that an upward revision in the annual lease
certainly seemed appropriate and, to initiate discussions along
these lines, invited Delmarva to meet with us to discuss this
matter at the same time we were to meet to discuss the company's
10/15/85 Operations Report, submitted to the Town annually







pursuant to the terms of the lease. This initial meeting was
held at Longfellow's Restaurant in St. Michaels on November 1,
1985 and Exhibit B hereto reflects the minutes of that meeting.

Following written notification to Delmarva that we wished to
renegotiate the amount of the annual 1lease rental, Messrs.
Corkran, Mann and I met first with the other members of the
Utilities Commission on February 3, 1986 to outline the position
we thought we should take the following day when we were to meet
with representatives of Delmarva (see Exhibit C). On February ¢4
we then met with representatives of Delmarva and explained in
general terms our reasons for wanting an increase in rent (see

Exhibit D) It was agreed that neither side could speak
specifically on the matter until data were collected and
analyzed. To this end, Delmarva agreed to assemble for Mr.

Corkran such data as he would indicate he would need.

After discussions among Mr. Corkran and technical personnel
of Delmarva, these data were obtained and, based upon them, Mr.
Corkran reached certain tentative conclusions regarding possible

levels of increased rental we should seek. While the details of
his studies are not appropriate for this memorandum, he concluded
that trending the relationship between St. Michaels'

contributions to Delmarva's overall system revenues on any one of
several accepted bases would suggest an increase in annual rental
to a level of anywhere between $322,000 and $425,000. Taking
into consideration the expected substantial growth in the St.
Michaels area and an upturn in the annual rate of inflation, he
and Mr. Mann recommended that we start the negotiations by
seeking the higher level.

These conclusions were discussed first with members of the
Utilities Commission at 10:00 A.M. on May 21, 1986. Messrs.
Corkran and Mann outlined their support for the $425,000 annual
rental and also indicated what opposing arguments would be made
by Delmarva (see minutes of May 21 meeting -- Exhibit E).
Following that meeting members of the Utilities Commission met
with representatives of Delmarva and made their request for an
increase in annual rental to $425,000. As reflected in the
minutes of that meeting (Exhibit F), it was agreed that future
negotiations should be conducted by a smaller group of people--
two or three from each side =~- and that all workpapers, etc.
would be exchanged within this smaller group.

Throughout the Summer and into early Fall data were
exchanged between Messrs. Corkran and Manmm and Messrs. Kenneth
Jones, Peter Clark, et. al. Five negotiating sessions were held
between these two smaller groups -- one in Wilmington and four in
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St. Michaels —-- in several of which I participated. While it
cannot be said that Delmarva's representatives (particularly Mr.
Jones) were not negotiating in good faith, it became increasingly

apparent that the studies they presented were not really
responsive to our studies and were largely irrelevant to the
issue. They had apparently concluded that they would agree to a

rental of something like $245,000 and were unwilling to recognize
the validity of our position.

Incidentally, one of our principal differences with the
company seemed to arise out of varying estimates of growth. We,
therefore, suggested revising the lease agreement to provide for
annual determinations of rental on a formulary basis ~- allowing
decreases as well as increases and eliminating any need for
renegotiation each five vears. This, we suggested, would take
the guess work out of revenue (growth) projections. The company

flatly rejected that suggestion.

While Messrs. Corkran, Mann and I had concluded at the
outset that we could not possibly get the $425,000 we contended
for, we hoped to be able to get $300,000. In late September of

‘86 it became apparent, however, that our only chance of getting
an increased rental of that magnitude would be as a result of
submitting to arbitration, as is provided for in the lease. Mr.
Mann and Mr. Clark, Delmarva's attorney, explored the various
aspects of such procedure and considered the legal steps that
would be required ~- including a Stipulation of Facts to be
presented to the Arbitration Panel and procedures for selecting a
third person to sit on that panel.

At about that time Delmarva made what it said was its "final
offer" —-—- $235,000. Mr. Jones, speaking for the company, gave
several '"reasons" for his position:

1. The Company recognized that St. Michaels' own
power costs as well as the rates of its
customers had risen.

Exa The Company realized, too, that St. Michaels'
service territory is growing.

3. However, Capital Expenditures on the St.
Michaels system had been high, eg. $300,000
for tree trimming, the cost of the Miles

River crossing, etc.

4, The Company was also concerned over the fact
that St. Michaels' rate base is declining and
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that, therefore, even without any increase in
rental, the Town will be earning a higher
returmn on its rate base each vyear. (In this
regard, see Exhibit G, the bottom portion of
which reflects the correctness of this
point.) At $230,000 annually, Mr. Jones
contended, the Town is making more money

than ever before.

Faced with the expected cost of arbitrating and delays
incident thereto (no increase in rental could be effective absent
Maryland Public Service Commission approval -- following
arbitration) and based upon Mr. Mann's view that the Arbitration
Panel and also the Maryland Commission would give great weight to
the "return on rate base" argument, I concluded, as did the other
members of the Utilities Commission, that we should accept the
Company's offer. (The $230,000 annual rental represented a
return of 19% on a 1980 rate base of $1,212,056; $255,000 would
represent a return of 274 on a 1985 rate base of some $950,000.)

Following approval by The Commissioners of St. Michaels, I
telephoned Mr. Jones to indicate that St. Michaels would accept
an annual rental of $260,000 and was subsequently told that
Delmarva agreed. By letter of October 22, Mr. Jones officially
advised me of his company's acceptance (see Exhibit H).

While I should have liked to obtain a larger amount, I am
pleased to realize that $260,000 annually provides St. Michaels a
return of 29% on an October, 1986 rate base of $884,000. To be
sure, more is 1involved than simply return on the Town's
investment in plant -—- attractive, growing market, absence of
competition and regulatory hassle for Delmarva, etc. But, in a
litigated case I'm afraid the ‘"bottom 1line" would have been
viewed as simply "how much can Delmarva's customers as a whole be
expected to pay for the use of this system".

A parting word or two of advice:

1, As far as future negotiations go -- and the
next one 1is scheduled for 1991 -- 1 think it
is well for those involved to realize that it
may be very difficult to build a case that
will convince Delmarva that it should pay

more tham 1t thinks 1is has to. We do not
deal from a position of real strength. We
are not, for example, financially able to
out-litigate Delmarva and ‘"hanging tough"

requires a willingness and an ability to
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"take the company to court" if we have to.
Regrettably, those in Delmarva who will
succeed Mr. Jones, et. al. will probably be
fully aware of this reality.

Those who represent St. Michaels in future
lease rental renegotiations should make every
effort to negate the '"return on rate base"
argument that will undoubtedly be made again
by Delmarva -- next time with even greater
force. By 1991 the old St. Michaels
facilities will have been depreciated to a
level of something like %$758,000. Related to
that figure %$260,000 would represent a return
on rate base of 34% -— outrageously high by
any utility standard.

When the lease was negotiated in 1981 the
Town was paying less than $20,000 annually
(albeit to the St. Michaels Utilities) for
its own power (street 1lights, etc.). Those
of us who negotiated that lease had a
$200,000 '"net target" in mind; that 1is, we
wanted the Town to get that much net, after
paying Delmarva for the Town's own power
needs. Those costs have risen to the point
where, by 1991, they could exceed $60,000
annually. Since $800,000 in 1991 will be
worth substantially less than it was in 1981,
because of inflation, it will behoove the
1991 negotiators to hammer hard on the
"inflation" argument to get the rental up
sufficiently high to permit the Town to still
get back the $200,000 in 1981 dollars.

It would seem that negating the "return on
rate base" argument could best be done by
emphasizing the "value of franchise" point of
view. As St. Michaels continues to grow, as
the attractiveness of the service area
becomes more apparent, the value of the St.
Michaels franchise will certainly increase.
Everything possible should be done to develop
data to quantify and thereby emphasize that
fact. Those who represent GSt. Michaels in
1991 should develop and present, if you will,
"Chamber of Commerce-type" data designed to
convince Delmarva -- and, if need be the
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Maryland Public Service Commission -- that
the franchise is a gem worth having and worth
paying for.

5. Finally, the annual "Review of Operations",
supplied by Delmarva on each October 15, in
compliance with the terms of the lease, is
essentially meaningless when it comes to
understanding exactly what has happened in

the past vyear. It provides little if any
help insofar as preparation for renegotiating
the lease rental 1is concerned. I have
recommended -— and I wurge those who will
succeed me to work out -— a more meaningful
format for this annual report. It is my
intention, too, to address a letter to
Delmarva in which I will request a conference
designed to make this report more

understandable and, meaningful.

M cen_

r. President
5t. Midhaels/Utilities Commission

September 15, 1987

cc:

William A. Morse
Alfred J. Millard

J. David Mann, Jr.
William H. Corkran, Jr.
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Minutes of the annual meeting of the St. Michaels Utilities Commission
and representatives of Delmarva Power & Light
November 1, 1985

The annual meeting of the St. Michaels Utilities Commission and representatives
of Delmarva was held at Longfellows Restaurant at 12 noon on November 1, 1985,
In attendance were Commission members Alex Spencer and Pat Morse, Town
Clerk/Manager W.B. Nicholson, Jr., advisors William Corkran and David Mann
and Delmarva representatives Larry Wood and Ken Jones.

Mr. Jones handed out a fact sheet hereby made a part of these minutes
showing what had transpired in the St. Michaels electric system during the previous
year. Mr. Wood said that over 100 new subscribers had been added to the system
In the previous year and that subscribers now amount to around 3,050. The
100 new subscribers had been about the average number of new users in the
four years the lease had been in effect.

Mr. Jones said that the Utilities Commission would have to advise Delmarva
in writing if they wished to re-negotiate the lease amount. He sald Delmarva
would be willing to extend the lease at the same amount. If a new amount were
to be proposed it would be complicated to determine the profitability of the system
but it could be done recognizing that some judgements would be involved.

it was decided that Mr. Spencer would approach Mr. Ray Landon
of Delmarva to dlscuss what might be the best course of action by the Commission.
Additional meetings were planned although no dates were set.

Mr. Wood will arrange a meeting for Phase |l of the Street light conversion
with Mr. Nicholson. It was noted that Phase | had resulted in an annual savings
of $4,585.08.. Mr. Nicholson was asked about complaints concerning the change
over but there had been only three, one of which was clearly unfounded.

Everyone thanked Mr. Jones for lunch and the meeting was adjourned.

Submitted,

A B0 (,;44,,/

William B. Nicholson, Jr.

Eckibit B







FEBRUARY 3, 1986

A meeting of the St. ‘Michaels Utilities Commission was held on Monday,
February 3, 1986 at 3:00 P.M. in the Town Office Meeting Room. Members
present were Alex J. Spencer, Alfred Millard and Roberta H. Marshall.
William Corkran, Jr., and J. David Mann also attended the meeting.

The purpose of the meeting was to discuss the upcoming negotiations
with Delmarva Power concerning the lease agreement for the St. Michaels
distribution system. According to the agreement, the amount paid for rental
is subject to revision every five years. Negotiations shall take place no
more than 180 days prior to the beginning of each such five-year period.
Any revision in the rental amount must be approved by the Maryland Public
Service Commission. '

Mr. Mann reported that he and Mr. Corkran had been to the Public
Service Commission in Baltimore to look at the financial reports filed by
Delmarva in the past five years. A copy of their findings is attached to
these minutes. They show that Delmarva has shown increasing profits each
year of the period, and that the return on their equity is now up to fifteen
percent.

Mr. Corkran cited the lease agreement, which gives factors to be
considered for a change in the rentals. These are:

1. Changes in the size and character of consumer population in
the territory.

2. The effect of such changes on Delmarva's system load factor.
3. Changes in the general rate of inflation.
Each of the above factors was thoroughly discussed. It was agreed that

all of them will affect the amount of the rent monies. According to
Delmarva's St. Michaels manager, Larry Wood, approximately 100 customers

per year have been -added to-the system—H—is—assumed—that—the—type—of
customers added have improved Delmarva's load factor. Although the exact

rate of inflation for the five-year period is not known at this time, the
figure is assumed to be about thirty percent. The exact figure will be
gotten before the meeting with Delmarva.

A comparison of the Town's bills for electricity was distributed, and the
increase in costs of electricity to individual customers was noted.

There was no further business, and the meeting was adjourned at 4:30

3 ﬁ‘ﬁmL\JXW

Roberta H. Marshall, Secretary

’
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FEBRUARY 4, 1986

In order to start preparations for discussion of the Delmarva lease, the
St. Michaels Utilities Commission met informally with Delmarva officials on
Tuesday, February 4, 1986. The Utilities Commission was represented by
Alex J. Spencer, Alfred Millard, and Roberta Marshall. Utilities advisors
William Corkran and David Mann attended the meeting. Vice President Ray
Landon, Municipal Sales Representative Ken Jones, and St. Michaels
Manager Larry Wood represented Delmarva. "

Mr. Spencer explained that the Utilities Commissioners thought it would
be a good idea to get together before the time for negotations, ‘merely to
discuss the lease in general.

Mr. Landon agreed, saying that there are no figures available at this
point, since negotiations will not start until mid-April. He spoke of the
growth rate for the St. Michaels system, and commented that he feels that
average use per St. Michaels system residential customer is greater than
average residential use on the Delmarva system in general. Mr. Spencer
spoke of the construction of the new hotel in St. Michaels, and the addition
of rooms to the St. Michaels Motor Inn and to Martingham Inn. He also
mentioned the new supermarket that has been built on St. Michaels lines
and the large number of new residences that have been built in the area.

Mr. Landon stated that Delmarva has plenty of generating capacity to
handle growth. Their long range plans show that they may not have to add
another generating station until the year 2000.

Delmarva has agreed to buy out the Lincoln-Ellenboro Electric Company.
Mr. Landon explained that they paid market value for the system
(approximately $1,200 per customer), but that the Lincoln-Ellendale net rate
base was much smaller than the market value. The Delaware Commission is
having trouble justifying the approximately $1,000,000 acquisition
adjustment. Mr. Landon noted that St. Michaels now has a shrinking rate
base, and the Commission may want to think about that in terms of the
future.

Mr. Landon spoke of Delmarva's present financial picture, stating that
it has been very good for the past few years.

Mr. Jones ‘will begin research on the increase in St. Michaels customers
and will determine the load factor in the near future, so that all figures
will be available when the negotiations begin.

The Utilities Commissioners will meet with the Town Commissioners in
the near future to discuss the coming negotiations.

There was no further business, and the meeting was adjourned at 12
noon.

/S

Réberta H. Marshal Secretary

Ezliki+ D







MAY 21, 1986

A meeting of the St. Michaels Utilities Commission was held on
Wednesday, May 21, 1986 at 10:00 a.m. All Utilities Commissioners were
present, as well as Utilities advisors William Corkran and J. David Mann,
Town Commissioner Richard Brown, William B. Nicholson, rJr., and
Roberta H. Marshall. Purpose of the meeting was to discuss the
procedures to be used in opening the negotiations on the lease agreement
with Delmarva.

The first order of business was to decide on the amount to be asked
at this meeting. Mr. Corkran suggested that the rent for the system be
increased to $425,000 per year. He pointed out that the figure was
projected on the 1983-85 trend, using the relationship of the cost of the
rental to Delmarva revenues from the St. Michaels system. Mr. Corkran
added that the number can be easily defended, and is probably on the
conservative side. It was agreed to start with this figure in the
negotiations.

Possible arguments that Delmarva might use against the figure were
mentioned, as well as other items such as load growth or the inflation
factor.

Mr. Spencer then outlined his planned agenda for the noon meeting
with Delmarva: he will open the meeting, and then announce the rental
amount desired. Mr. Mann will then discuss the lease in general and the
logic that was used to arrive at the proposed increase, and Mr. Corkran
will follow up with any necessary explanations on the formulas used to

arrive at the amount requested.

*
.

There was no further business, and the meeting was adjourned at
11:00 a.m.
)
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Roberta H. Marshall,~ Secretary-Treasurer







MAY 21, 1986

The St. Michaels Utilities Commission met with officials from Delmarva
Power to open negotiations to adjust the amount of the lease at
Longfellow's Restaurant at noon on Wednesday, May 21, 1986.

Alex Spencer, Jack Millard, William A. Morse, William Corkran, David
Mann, Town Commissioner Richard Brown, and Roberta Marshall
represented St. Michaels. Representing Delmarva were General Manager of
Resale Services Kenneth Jones, Central Region Manager Doug Boyce,
Assistant Comptroller James Lavin, Attorney Peter Clark and District
Manager Larry Wood. ;

Mr., Spencer opened the meeting with the statement that the St.
Michaels system has shown a considerable growth in the past five years
and because of that and other reasons the Utilities feels that the rental
amount should be increased to $425,000 per year.

Mr. Mann explained that the figure is a logical one. He spoke of the
original spirit and intent of the lease, and noted that St. Michaels is
continuing with that same attitude. He added that the sale of the system
was never considered, and it is not now being considered. Mr. Mann
pointed out that Delmarva's income has risen considerably over the past
five years, and mentioned the growth that has occurred and will continue
to occur in the St. Michaels area. In closing, he explained the reasoning
for setting that particular amount, and stated that it is a common sense
figure.

Mr. Corkran then explained his projections, and noted that he felt
that the figure is fair for all concerned.

Mr. Jones stated that he has done only preliminary work on the lease
amount at this time, and added that Delmarva cannot come to a decision
until such time as they can consider all the factors involved, including
overall sales and customers and the consumer price index. He noted that
the St. Michaels system growth rate is less than Delmarva's overall system
growth rate. Mr. Jones informed the Commissioners that Deimarva may

soon be faced with a decline in their revenues, since the Maryland Public
Service Commission plans to review their cost of service and their rates
in the summer and may order them to reduce their rates.

Mr. Jones stated that two things must be done before there is any
change in the lease amount: Delmarva's top management must be convinced
that an increase is justified, and Maryland Public Service Commission
approval must be obtained. He emphasizedthat any change must be backed
up by accurate figures.

In the interest of efficiency, it was decided that a large group would
not be needed at this point to collect the necessary ‘backup figures. Mr.
Corkran and Mr. Jones will get together in the near future for an
exchange of work papers and ideas.

There was no further business, and the meeting was adjourned.

5
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Roberta H. Marshall, Secretary-Treasurer
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Deimarva
Pouser

Kenneth K. Jones 800 King Street » P.O. Box 231
General Manager Wilmington, DE 19899
Resale Services (302) 429-3626

September 15, 1986

J. David Mann, Jr., Esquire
Box 190

Riverview Terrace

St. Michaels, MD 21883

Dear Dave:

Enclosed are copies of an updated calculation of the estimated
incremental revenue earned by Delmarva Power because of the St.

Michaels lease and an updated version of my critique of Bill
Corkran’s approach to the lease payment issue.

Based on the corrections and adjustments you suggested at our

recent session and a revision to the incremental operating cost
figure to more accurately reflect current costs, the estimated
annual incremental revenue to the Company because of the St.
Michaels lease is approximately $239,000. As I stated previously,
Delmarva is willing to increase the lease payment by $20,000 per
year to a total of $250,000 per year.

Based on what is before us now, it would be difficult to
justify a higher payment. I checked on capital expenditures for
this year, for example, and was told that these expenditures will be
above the $605,000 budget. The current expectation is that the St.
Michaels capital budget this year will top $700,000. I also
reviewed the incremental operating costs and adjusted them to
reflect the increased number of customers since the beginning of the
lease. I have continued to use the average rate of inflation to
bring these costs up to current levels. However, I should note that

my analysis of our current costs indicates that a higher amount for
this item could be justified.







J. David Mann, Jr., Esquire
September 15, 1986
Page Two

Bill’s method, as adjusted, produces a lease payment of
approximately $230,000 when prqperly credited for the fixed costs
associated with the capital which Delmarva has spent in St. Michaels
since the beginning of the lease. Also, as I told you at our last
meeting, Delmarva paid $1200 per customer for a small distribution
utility in Delaware earlier this year. If Delmarva had purchased
the St. Michaels system for the current price per customer, St.
Michaels would have received $2,700,000 (based on the 2250 customers
utilized in the Cosgrove testimony at the beginning of this lease).
At an 8% interest rate, St. Michaels would receive $216,000 per year
had the sale occurred.

I believe that we will have a better discussion on September
19th if I make some additional comments. First, the Company is
unlikely to be persuaded to pay a premium for the right to serve St.
Michaels because this arrangement is a lease and ultimately that
right to serve reverts to the town. Second, projecting out 2-1/2
years into the next lease period to calculate the appropriate lease
payment for that period is not warranted by the language of the

lease itself, and doing so 6 involves far too many adjustments,
uncertainties and assumptions. Third, the Company’s current
financial health is the product of factors other than St. Michaels
growth over the past five years.

When you consider all of these items, it seems clear to me that
$250,000 is a reasonable lease payment.

Very truly yours,

7
fft?%r —

Kenﬁéfﬁ‘K} Jones

Boyce
Lavin
Wood
Clark, Esquire







Deimarva
Power

Kenneth K. Jones 80C King Stzeet » P.O. Box 231
Uweneral Manager Wimington, DE 19899
Resale Survices (302) 429-3626

October 22, 1986

Alex J. Spencer

President, Utilities Commission
of St. Michaels

902 S. Talbot Street

St. Michaels, MD 21663

Dear Alex:

I am pleased to confirm that Delmarva Power’s Senior Management
has approved the agreement to pay St. Michaels a revised Annual Rent
of $260,000, payable in accordance with Sections 2.2 and 2.3 of the
leaase between the Company and St. Michaels upon approval of that
revised rent figure by the Maryland Public Service Commission.

Enclosed is a draft of the joint application to be submitted to
the MPSC for the purpose of securing Commission approval of the
revised Annual Rent. As you can see, the application asks for
expedited action so that St. Michaels will receive increased rent
payments promptly. Please have Dave Mann and the Town’s attorney
look over the draft and send their comments and suggestions to Peter
Clark.

Also enclosed is the final draft of Delmarva Power’s annual
report to St. Michaels on the operation of the Town’s electric
system. Please feel free to give me a call if you have questions
about the report or if you wish to arrange a time for a presentation
based on the report.

I certainly am happy, Alex, that we could come to an acceptable.
revision in the Annual Rent without the expense and delay asséciated
with litigation. I am looking forward to working with you as
Delmarva Power ccntinues to serve St. Michaels.

Very trulv vours,
!

Kenneth K. Jones
KXJ/dng

cc: J. David Mann, Esquire

E;c A.‘A;IL H







NOVEMBER 10, 1987

Members of the St. Michaels Utilities Commission met with
representatives from Delmarva Power for a discussion of the Annual Report
at twelve noon on Monday, November 10, 1987. The meeting was held at
Longfellow's Restaurant in St. Michaels.

Vice President Ken Jones, Central Regional Manager Doug Boyce and
St. Michaels District Manager Larry Wood represented Delmarva. Utilities
Commissioners Alex Spencer and Pat Morse attended, as well as Utilities'
advisors J. David Mann and William H. Corkran, Jr. Town Clerk/Manager
William B. Nicholson, Jr. and Secretary-Treasurer Roberta H. Marshall
were also at the meeting.

Mr. Jones presented copies of the St. Michaels Review of Operations
for 1987, and pointed out slight changes in its format. Mr. Mann spoke of
the lease renogiations that were held in 1986, and noted that the Annual
Review does not contain the type of information needed to give future
Utilities Commissioners the information to negotiate the lease intelligently.
Although Delmarva supplied figures on KWH sales, number of customers
and revenues, etc., upon request, Mr. Mann asked if the information
could be supplied on the Annual report, and suggested a meeting be held
in the near future so that the desired information could be included.

Mr. Jones stated that he felt certain that Delmarva keeps separate
records on the St. Michaels system, and added that it would be
advantageous for Delmarva to have the information as well as St. Michaels.

After further discussion, Mr. Jones promised to see just what
information is available for addition to the report. He expects to return to
St. Michaels on November 10, and will leave details with Larry Wood. Mr.
Wood will then contact the Utilities Commissioners to set up a meeting date
that will be convenient to all parties.

The meeting was adjourned after lunch.
;D /

Hodesda AN Narafottd

Roberta H. Marshall, Secretary-Treasurer







NOVEMBER 10, 1988

Members of the St. Michaels Utilities Commission met with
representatives from Delmarva Power on Thursday, November 10, 1988 at
11:00 A.M. in the Town Office Meeting Room. Utilities Commissioners Alex
J. Spencer and Alfred J. Millard attended the meeting, as well as the
Utilities legal advisor, J. David Mann, Jr. Ken Jones, General Manager of
Resale Services, Central Regional Manager Doug Boyce and St. Michaels
District Manager Larry Wood represented Delmarva. Also present was
Roberta H. Marshall, Secretary-Treasurer for the Utilities Commission.

The meeting was called for the purpose of discussing the St. Michaels
Review of Operations for 1988. This report is submitted annually by
Delmarva.

Mr. Spencer thanked Mr. Jones for mailing the report in advance of
the meeting, and for including extra information that had been requested.
Comparisons were made with the number of customers and their kilowatt
hour usage in 1981 and at the present time. It was noted that there has
been a considerable increase in growth within the St. Michaels franchise.

Mr. Jones discussed Delmarva's generating capacity, both at the
present time and in the next few years. He noted that two new gas
turbines will be coming on the line in the next year, and that the Peach
Bottom plant is expected to start back in operation gradually in the next
year or so.

Mr. Spencer informed the group that the first thirty-six units that
were built in St. Michaels by the Housing Authority are being converted to
electric heat, and opined that they would use a fair amount of additional
electricity.

Mr. Mann asked if separate data for St. Michaels can be found in
Delmarva's annual report to the Public Service Commission. Mr. Jones
informed him that the figures from St. Michaels are combined with all the
rest of Delmarva's operations. He assured the group, however, that
Delmarva keeps a separate set of records for the St. Michaels operation.
On a question from Mr. Mann, Mr. Jones stated that the St. Michaels lease
is the only one of its kind in the entire Delmarva system.

Mr. Wood spoke of the new underground distribution lines that are
being installed in the Traveler's Rest area. On a question from Mr.
Spencer, Mr. Boyce gave general information on the approximate life of
underground lines, and explained that they are monitored carefully for
signs of wear. Much data is being kept on manufacturers, experience, and
factors which have caused faulting in the lines. He noted that lines that
are installed now are hopefully good for twenty-five to thirty years.
Delmarva is insisting on tighter specifications for the underground cable,
and testing new cable as it comes in and before it is installed. Although
copper has been used in the past, Delmarva is now installing nothing but
aluminum. He closed by noting that cable replacement will probably become
routine, just as pole replacement is now.

The group adjourned at 12:10 P.M. for lunch.

N, D

Roberta H. Marshall, Secretary-Treasurer







TOWN OF ST. MICHAELS, MARYLAND

COMPARISON OF ELECTRIC COSTS

ANNUAL COSTS

FISCAL YEAR STREET LIGHTS OTHER USAGE TOTAL
1988 23,472 17,377 40,849
1987 24,843 17, 561 42, 404
1986 26,849 18, 283 45,132
1985 31,542 17,096 48, 638
1984 27,506 16, 009 43,515
1983 26, 563 13, 652 49,215

Note: Five-year plan to replace the old mercury-vapor street lights with high-

pressure sodium lights was started in mid-1985. Three phases have been
completed; Phase 4 is scheduled for this month.

Included in street light costs are the metered charges for street lights
on St. Mary's Square and on West Chestnut Street. These costs have
remained fairly constant in the past few years, averaging $1,500 per
year.

Other Usage includes charges for water pumping (average of $12, 584 per
year) and for municipal buildings ($4, 682 per year).

Figures for 1982 were not included since it was only a partial year.

COMPARISON OF MONTHLY CHARGES FOR STREET LIGHTS

July

July,
July,
July,
July,

July,

1988 $1,780.50
1987 $1,911.47
1986 $2,005.76
1985 $2,143.80
1984 $2,251.19
1983 $2,087.81

Note: The above figures do not include charges for St. Mary's Square and West
Chestnut Street.







TOWN OF ST. MICHAELS, MARYLAND

ANALYSIS OF SINKING FUND

FUND BALANCE

Original Sinking Fund $ 140,000.00
Transfers, 1982 thru 1987 655,016.96

S 695,016.96

Transfer to be made for 1988 194, 494, 28
TOTAL FUND BALANCE $ 889,511, 24

Note: As required in the charter, the sum of $5,000 plus the costs of
electricity will be deducted from rent monies for the year ending
June 30, 1989. After that, the full amount of Delmarva's rental

payments, less costs for electricity, will be transferred to the
Sinking Fund.

PRESENT SINKING FUND INVESTMENTS

Maturity Date Interest Rate Amount

St. Michaels Bank 3/19/91 9 % $215,487.78
Talbot Bank 3/19/91 9% % 215,487.78
St. Michaels Bank 3/19/91 8t % 95, 690. 69
St. Michaels Bank 3/19/91 8% % 168,350.71
$695,016.96

1988, to be transferred from General Fund 194, 494, 28
TOTAL $889, 511.24

Note: On the four CD's listed above, the interest paid to the General Fund was
during the year ended June 30, 1988 was $52,875. This amount will be
increased in the coming year after the 1988 transfer is made.







ST. MICHAELS UTILITIES COMMISSION
ST. MICHAELS, MARYLAND 21663

May 16, 1988

Mr. Kenneth K. Jones

Vice President, Planning
Delmarva Power

800 King Street

Wilmington, Delaware 19899

Re: Electric Utility System Lease
St. Michaels — Delmarva

Dear Ken:

You will remember that, at the time of the first 5-year renegotiation of
the subject lease, your representatives and ours had considerable difficulty
agreeing on precisely what factors should enter into a determination of a fair
annual rent to be charged during the second five-year term. The lease itself,
Section 2.3, says that: "Factors that may be considered in revising the
Annual Rent shall include, without limitation, changes in the size and
character of the customer population within the Service Territory, the effect

of such changes on Delmarva's system load factor and changes in the general
rate of inflation". We had little difficulty determining the general rate of
inflation but the other factors were very hard to evaluate and agree upon —
primarily because we had no data available to us.

In this regard, we examined the several "Review of Operations" reports
which Delmarva has submitted to St. Michaels on October 15 of each year but,
even with the help of your representatives, the negotiators weren't able to
obtain much guidance from those reports. Even such seemingly simple
information as "customer growth" within the St. Michaels franchise area was
hard to ascertain. In a word, we seemed to be negotiating out of ignorance
rather than on the basis of fact — our representatives, I'm afraid, more so
than yours.

When we met here in St. Michaels at lunch this past November 10, we
discussed "this matter and had the impression that Delmarva agreed with us
that this situation should be remedied; that the next renegotiation should be
conducted with more facts at the disposal of both sides and that we should
work toward developing a new form of "Review of Operations" that would be
more informative generally and of greater help in 1992.

Toward this end, and with our past negotiating difficulties reasonably
fresh in our minds, | suggest that the format of the "Review of Operations"
be revised along the following lines:







page 2
Mr. Kenneth K. Jones

This section might well be used to provide a narrative account of past or
projected special events, if any, directly or indirectly affecting the St.
Michaels franchise area or which might be of particular interest to the St.
Michaels Utilities Commission.

Plant
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